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2 Budget related resolutions 

The Municipal Finance Management Act (MFMA) No 56 of 2003 requires that the municipality 
table and adopt the budget and budget resolutions. The format of the budget and supporting 
documentation is prescribed by Municipal Budget and Reporting Regulations (MBRR). Schedule 
A of the regulation contains all the prescribed details. 

The Council of Emfuleni Local Municipality tabled the annual budget of the financial year 
2010-2011 and the indicative two projected outer years 2011-2012 and 2012-2013. The tabling 
of the draft budget took place before the end of March 2010, which is 90 days before the 
start of the new financial year. 

The following resolutions are put before council for approval, namely that: 

a) the annual budget of the municipality is tabled for approval as contained in the Schedule 
A as tables detailed below: 

❖ Table A1 - Budget Summary 

❖ Table A2 - Budgeted Financial Performance (Revenue and Expenditure by standard 
classification) 

❖ Table A3 - Budgeted Financial Performance (Revenue and Expenditure by municipal 
vote) 

❖ Table A4 - Budgeted Financial Performance (Revenue and Expenditure) 

❖ Table A5 - Budgeted Capital Expenditure by Vote, Standard classification and Funding 

❖ Table A6 - Budgeted Financial Position 

❖ Table A7 - Budgeted Cash Flow 

❖ Table A8 - Cash backed reserves/ Accumulated surplus reconciliation 

❖ Table A9 - Asset Management 

❖ Table A10 - Basic service delivery measurement 

b) that the proposed average Municipal Property Rates tariffs increases of 9. 0%be tabled for 
approval for implementation effective from 01 July 2010 as contained in the separate 
MPRA reports. 

c) that the proposed average electricity tariff increase of 22. 5% be tabled for approval for 
implementation effective from 01 J uly 2010. 


Emfuleni: NTTREF Budget 2010 - 2011 


Page 3 


d) that the proposed water tariff increase of 14.5% be tabled for approval for 
implementation effective from 01 J uly 2010. 

e) that sundry tariffs increase of 8.0% be tabled for approval for implementation effective 
from 01 July 2010. 

f) that the Cemeteries tariff increase of 8.0% be tabled for approval for implementation 
effective from 01 J uly 2010. 

g) that the Funding and Reserves Policy be approved 

h) that the draft Integrated Development Plan be tabled for approval 

i) that the municipal Service Delivery Budget Implementation Plan (SDBIP) be prepared in 
line with MFMA for subsequent approval by the Executive Mayor. 

3 Executive summary 

Introduction 

This Medium Term Revenue Expenditure Framework (MTREF) 2010 - 2011 budget is prepared 
on a multi-year basis and in accordance with the National Treasury Municipal Budget and 
Reporting Regulations (MBRR). The multi-year budget consist of the relevant year budget 2010 
- 2011 and the projected budget for the following two outer years. 

In compiling the budget the contents of MFMA Circular Number 51 had to be taken into 
consideration. This Circular recommends that the municipalities must do more with existing 
resources. This means that municipalities must deliver services in an efficient and effective 
manner, explore how it can contribute to job creation, revisit procurement procedures and 
address the fighting of corruption (MFMA Circular No 51: 2-4) 

3.1 Budget process 

❖ Council approved the budget and IDP process plan in line with the provisions of the 
MFMA in the Council sitting of 27 August 2009. 

❖ The budget compilation process has not changed from that of the previous year and the 
following timelines were followed: 

— Approval of the process plan (27 th August 2009) 

— Issue of the operational plan template (28 th October 2009) 

— Return of the operational plan template (13th November 2009) 

— Issue of budget input sheets (30th November 2009) 


Emfuleni: MTREF Budget 2010 - 2011 


Page 4 


— Completion and return date of the budget input sheet (11 th December 2009) 

❖ All cost centre managers were issued with a comprehensive set of instructions and later 
with budget input sheets. 

❖ A workshop was arranged for all clusters aimed at explaining the budget process and to 
train all new employees on the preparation of municipal budgets. This workshop was 
arranged at the instruction of the Senior Management Team on the 10th November 2009. 
Departments had an option to attend the morning or afternoon session. 

❖ Operational plans and multi-year budgets were received from cost centers and 
consolidated by the Budget Office. 

❖ The Finance Cluster prepared budgets for payroll, insurance, interest, provision for bad 
debts and depreciation on behalf of all clusters. 

❖ This budget process also takes cognizance of the inputs from all the Deputy Municipal 
Managers. 

The approved strategic budget policy requires that the MTREF budget (2010 - 2011) be 
prepared on the basis of the operational plans submitted by the different cost centres and 
approved by the Deputy Municipal Managers of the different clusters. The projections for the 
proposed budget are based on current year outcomes, strategic choices made by municipal 
leadership, the parameters of the approved strategic budget policy and other parameters as 
provided by National Treasury. 

In conclusion, it is the second year that the municipality compiles the annual budget in the 
new formats and the challenge in respect of the quality of input information is on-going and 
the Budget Office continuously addressing it through the active involvement of all the 
stakeholders in the municipality. 

3.2 Budget Steering Committee (BSC) 

❖ In compliance with the new budget regulations, a Budget Steering Committee (BSC) is in 
place. 

❖ BSC meetings are held every quarter. 

❖ The last BSC meeting was held on the 5th May 2010 and in addition the following was 
discussed: 

— Funding of the Municipal Turnaround Strategy, 
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— Wage Curve Agreement 

— The priorities as determined by National Treasury, Provincial Treasury and the IDP. 

❖ Other issues dealt with include expediting of operational and capital expenditure by the 
different clusters, focusing on the patterns of repairs and maintenance expenditures, 
local economic development initiatives, job creation, addressing the Metsi related issues 
and institutional capacity to monitor and implement determined priorities. The issues 
are covered in the advice issued by National Treasury under funding choices and 
management issues (MFMA circular No 51: 7 of 24) 


3.3 Municipal Turnaround Strategy (MTAS) 

The municipality compiled a turnaround strategy in response to the service delivery 
challenges faced by the municipality and the directive from the Minister of Cooperative 
Governance and Traditional Affairs (CoGTA). 

3.3.1 Budget implications of the MTAS 

An amount of R60 million was set aside for the funding of the MTAS. The funding was realized 
from savings, reprioritization and reallocations of the current budget amounts. Basic Services 
and Infrastructure (BS & I) contributed R30 million, Public Safety and Community 
Development (PS & CD) contributed R23 million with the balance of R7 million contributed by 
the Finance Cluster. 

❖ R30 million is allocated to fund all municipal cross cutting issues. The issues are: 

— Social - youth, women, children, and the elderly 

— Decentralization of key support functions, namely human resources and supply chain 
management 

— Operation clean audit (OPCA) 

— Review of all municipal income tariff structures 

— Customer Care and Revenue Management Review (Revenue Agency) 

— Proj ects to address problematic water meters 

❖ R15 million is allocated to Local Economic Development (LED) and Rural Development. 
Business plans must directly address economic and rural development issues. 

❖ R15 million is allocated to Social Development. Business plans in this instance must 
address social development issues. 
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Business plan submission is the basis to access funds earmarked for the MTAS. It is important 
to note that the criteria for the approval of the business plans are that they must impact 
and directly address service delivery weaknesses. Business plan submission is the basis to 
access the MTAS set aside funds. 

3.4 Income and Expenditure 

Background 

The finalization of the budget has been impacted by: 

❖ Lack of clarity on the implementation of the salaries/ wage settlement agreement 

❖ Filling of vacancies in the last quarter of the year with full impact to be felt in the next 
financial year 2010 - 2011 as part of the Municipal 90 day programme 

❖ Implementation of the 8.48%salary increase as per the SALGBC 

❖ Limit of remuneration to 30%of total expenditure norm 

❖ Due to the lack of additional funds the Municipality is unable to implement the Municipal 
Infrastructure Master Plan 

❖ Reserves are being depleted and free cash flow is very limited 
Collection rate 

In the proposed MTREF 2010 - 2011 budget the municipality is striving for a collection rate of 
80% In the current year the average collection rate as at April 2010 is 77% The collection 
Emfuleni is striving for represents a 3%growth. In the context of the slow economic recovery 
this may be a challenge for the municipality. 


Revenue 

The municipality derives most its revenue from internal resources. Own revenue sources 
constitute 78% with external grants making up the 22% Table A1 - Budget summary details of 
the make up of the revenue sources of the municipality. The total budgeted revenue is R3,18 
billion. 
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Expenditure 

In respect of the service delivery the municipality spends significant resources on bulk 
purchases of electricity (27%) and water (9%), repairs and maintenance (6%), employee costs 
(21%), provision of bad debts, income foregone and indigent subsidy (16%). The difference is 
costs spread over the clusters of the municipality (21%). Table A1 - Budget summary and 
Table A4 - Budgeted Financial Performance (Revenue and Expenditure) contains details of the 
make up of the expenditure. The proposed total expenditure is R3,18 billion. 

3.5 Capital expenditure 

Background 

The general rule followed in the preparation of the capital expenditure budget was that: 

❖ No new projects will be allowed, unless it is a requirement to comply with legislation or 
the municipality has no option but to include such a project 

❖ Prioritize proj ects that could not be completed as a result of reductions in the Adj ustment 
Budget 

❖ Reprioritize projects that must be completed/ implemented as contained in the IDP 

❖ Prioritize projects awarded in the current 2009-2010 financial year and scheduled to be 
implemented and completed in the 2010-2011 year 

Capital expenditure is budgeted at R367 million for the financial year 2010 - 2011. The 
allocation by percentage is as follows: Roads and storm water (16%), Water (Metsi-a-Lekoa) 
(29%), Public Safety and Community Development ( 18%), Electricity (15%), Political Offices 
(0. 5%), Waste Management (9%), Economic Development and Planning ( 1. 5%), Corporate 
Services (1.3%), Financial Services (0.7%), and Municipal Manager (8%), Project Management 
Unit (1.1%). An amount of R30 million has been set aside for Roll Over projects funded from 
internal municipal funds. 

Capital expenditure is funded from grant funding of R154 million and internal sources of R213 
million. 

Tariffs 

As per the approved strategic budget policy water and electricity being regarded as trading 
services are supposed to be operated on the basis of generating a surplus. These two services' 
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surpluses are used to finance and subsidize expenses of other non trading services, e.g. road 
repairs and maintenance, parks services, mechanical workshops upkeep, provision of waste 
management service, provision of library services, public safety & fire and rescue services, 
amongst others. 

There is body of evidence that the water, refuse and waste tariffs are not cost reflective. The 
practise in Emfuleni has been to increase them by annual percentage without addressing the 
cost recoverability. In the MTAS funds will be set aside to investigate the appropriateness of 
the current tariff structure. National Treasury advices that all municipalities should aim to 
have appropriately structured, cost reflective water tariffs in place by 2014 (MFMA Circular 
No 51: 5 - 6 of 24) 

Integrated Development Plan (IDP) 

The MTREF 2010 - 2011 budget has been aligned with the Integrated Development Plan. This 
is reflected in the major projects and activities planned for 2010 - 2011 financial year 
contained in the IDP document. The IDP document details the project or activity names. 

The key amendment on the IDP is that no new projects will be allowed unless it is part of 
compliance with a law or the municipality has no option but to include the project. The 
priority is to complete projects deferred or started and contained in the current IDP 

Indigent support 

This budget is based on billing and collecting on average 162 000 active accounts for services 
and rates. There is provision for the subsidy of indigent households to the value of R105 
million. To the extent that qualifying households come forth and are approved, the subsidy 
amount will be revised accordingly. 


Budget assumptions 

The proposed income tariffs increases are detailed below: 


Electricity 

22.5% 

Subject to NERSA approval 

Water 

14. 5% 

In accordance to Rand Water 

Sundry Tariffs 

8.0% 

Subject to Council approval 

MPRA (average) 

9.0% 

Subject to Council approval 

Collection Rate 

80% 

Subject to Council approval 
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Input costs tariffs: 


Salary increases 

8.5% 

As per the Bargaining Council agreement 

Councillor remuneration 

10.0% 

Subject to Gazette from CoGTA 

Electricity 

29.0% 

As per NERSA approval 

Water 

14. 5% 

In accordance to Rand Water 


Petrol, cement, tyres, paper, machine hire etc increases have been in excess of the 
projected CPI inflation 

Cash collection for the period to March 2010 was used to predict the collection rate of the 
MTREF budget 2010 - 2011. The revenue collection rate (as per definition of collection rate 
approved by council) is projected at 80% compared to an average of 77% in 2009/ 10 (as at 
April 2010). This projected growth is based on possible benefits emanating from the MTAS 
revenue management project to be undertaken in the new financial year. The possible impact 
of the slow recovery of the economy may however, have an adverse effect on the collection 
rate. 


4 Annual budget tables 

❖ Table A1 - Budget Summary 

❖ Table A2 - Budgeted Financial Performance (Revenue and Expenditure by standard 
classification) 

❖ Table A3 - Budgeted Financial Performance (Revenue and Expenditure by municipal 
vote) 

❖ Table A4 - Budgeted Financial Performance (Revenue and Expenditure) 

❖ Table A5 - Budgeted Capital Expenditure by Vote, Standard classification and Funding 

❖ Table A6 - Budgeted Financial Position 

❖ Table A7 - Budgeted Cash Flow 

❖ Table A8 - Cash backed reserves/ Accumulated surplus reconciliation 

❖ Table A9 - Asset Management 

❖ Table A10 - Basic service delivery measurement 
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5 Supporting documentation 


5.1 Overview of the annual budget process 

The overview of the budget process is captured in the executive summary above. 


5.2 Overview of alignment of annual budget with IDP 

The overview is captured in the executive summary above. Also the budget is aligned to the 
IDP as set out in table SA4 (Revenue), table SA5 (Operating Expenditure) and table SA6 
(Capital Expenditure). 


Headline inflation forecasts, Revising rates, tariffs and other charges 

The following headline inflation forecasts have been provided by National Treasury: 


Fiscal year 

2008/09 

2009/10 

2010/11 

2011/12 

2012/13 


Actual 

Estimate 

Forecast 

Headline CPI Inflation 

9.9% 

6.7% 

5.7% 

6.2% 

5.9% 


(MFMA Circular No 51, page 4 of 24) 


"National Treasury continues to encourage municipalities to keep increases in rates, tariffs 
and other charges as low as practically possible. For this reason National Treasury continues 
to require that municipalities must justify in their budget documentation all increases in 
excess of the 6 per cent upper boundary of the South African Reserve Bank's inflation target" 

(MFMA Circular No 48, page 4 of 22). 

Noting the above guideline, Emfuleni taking into consideration its own circumstances has 
proposed increases in excess of the inflation target of 5,7% as determined by the South 
African Reserve Bank. The sundry income tariffs rate increase for the financial year 2010/11 
is 8.0% This increase is mainly due to municipality requiring funds to address service delivery 
demands aimed at stabilizing and extending services to all areas of Emfuleni. Major input 
costs (e.g. electricity, water, salaries) of the municipality are in excess of the projected CPI 
inflation of 5,7% 
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Revising rates, tariffs and other charges 

As noted above electricity (22.5°/cj increase is determined by NERSA, Water (14.5°/cj by Rand 
Water. Salary increases are determined in the Bargaining Council and the budgeted increase is 
8.45% The Municipal Property Rates Act (MPRA) increase is 9% All the increases are effective 
from 01 st J uly 2010. 


5.3 Overview measurable performance objectives and indicators 

The performance objectives and indicators will be aligned with the Service Delivery Budget 
Implementation plan (SDBIP) (See also 5.11). As for the performance indicators refer also to 
tables SA7 and SA8 captures the details. 

5.4 Overview of budget related policies 

A new Policy on Funding and Reserves has been compiled for approval by Council. Any other 
review of the policies will be undertaken as and when required by operational requirements. 

5.5 Overview of budget assumptions 

The overview of the budget process is captured in the executive summary above. 

5.6 Overview of budget funding 

The overview of the budget process is captured in the executive summary above. The 
municipality's budget is mainly funded by revenue from services rendered and grants funding 
as set out in Division of Revenue Act (DORA) and the Provincial Gazette. 

The revenue sources are summarised as follows: 

• Electricity 36% 

• Water 14% 

• Rates 13% 

• Grants 22% 

• Other 15% 

Refer to table A4 for the detailed information. 
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5.7 Allocations of grants 

The expenditure on allocations and grant programmes against grant and transfers receipts as 
per DORA and the Provincial Gazette is depicted in Supporting Tables SA18 - SA20. The details 
of the projects as per source of funding are contained in the draft IDP document. 

The Supporting Tables (SA18 - SA20) show that transfers and grants are projected to increase 
in the medium term framework. In 2010/2011 the transfers and grants are R694,8 million as 
compared to R549, 1 million for the current year of 2009/2010 


5.8 Allocations and grants made by the municipality 

The municipality has not provided for making allocations to any institution. 

5.9 Councillor and employee benefits 

The detailed disclosure on salaries of Councillors, Municipal Manager, Section 57 Managers 
and all other employees who form part of the staff complement of the municipality are 
detailed in Supporting Tables SA22 - SA24. 

Councillor remuneration benefits are based on the latest Determination of Upper Limits of 
Salaries, Allowances and Benefits of Different Members of Municipal Councils document as 
approved by both the Minister of Cooperative Governance and Traditional Affairs and MEC: 
Local Government and Housing giving concurrence. 

As for employee remuneration benefits they are informed by the applicable bargaining council 
agreement for that specific year. Persons employed in terms of Section 57 of the Municipal 
Systems Act negotiate their remuneration packages which are then confirmed by the 
Remuneration Committee of Council and approved by Council. 

In 2010 - 2011, funds have been set aside for the filling of critical vacancies, which includes 
technical vacancies. This means that emphasis on filling of vacancies will favour engineers, 
corporate planners, project management, accountants, and specialist skills in health, human 
resources, monitoring and evaluation for the municipality. 
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5.10 Monthly targets for revenue, expenditure and cash flows 

Supporting Tables SA25 - SA30 captures the monthly targets for revenue, expenditure and 
cash flows. The monthly amounts capture capital expenditure projection, vote, standard 
classification and cash flow projection. 

The challenge for Emfuleni will be to adhere as close as possible to the monthly targets as set 
out in the Supporting Tables. 

5.11 Annual Service Delivery Budget implementation Plan 

The Accounting officer will submit for approval to the Executive Mayor the SDBIP for the next 
financial year once the budget has been tabled and approved by council in compliance with 
the MFMA. 

5.12 Annual budget and service delivery agreements and external mechanisms 

The external mechanisms that represent contracted services are detailed in Supporting Table 
SA32. 

5.13 Contracts having future budgetary implications 

Supporting Table SA33 contains details of contracts having future budgetary implications. As a 
general rule the municipality enters into contracts that do not exceed the medium term 
revenue and expenditure framework (MTREF) period, which is three (3) years. The long term 
contracts of significance relate to the DBSA loans. 

5.14 Capital expenditure 

The details of proposed capital expenditure for 2010/ 11, 2011/ 12 and 2012/ 13 are set out in 
Tables A5, A5a, A9 and Supporting Tables SA6, SA28 - SA29, SA34 - SA37. The executive 
summary above provides further information. 

5.15 Legislation compliance status 

In general Emfuleni Local Municipality has implemented the MFMA and other relevant 
legislation as applicable to municipalities. Gaps are still there, to the extent that the external 
audit report by the Auditor General has shown those short comings in implementation. The 
municipality in 2010/2011 will employ a manager in the office of the Municipal Manager to 
look at performance and compliance. 
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5.16 Municipal Manager's quality certification 

The quality certification in the format required for the budget regulations will be signed by 
the Accounting Officer on the submission of the final budget being approved by Council in May 
2010 . 
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